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FISCAL IMPACT REPORT

SPONSOR:  Larranaga DATETYPED: 1/30/04 HB 54

SHORT TITLE: Reduce Income Tax Rates SB

ANALYST:  Smith

REVENUE
Estimated Revenue Recurring Fund
or Non-Rec Affected
FY04 FYO05 FY06 FYO07
(38,900.0) (119,520.0) (245,400.0) (382,703.0) Recurring Generd Fund

(Parenthesis () Indicate Revenue Decreases)

Conflictswith HB-167, SB 167, SB 226 and SB 238
SOURCES OF INFORMATION

Responses Received From

TRD
SUMMARY

Synopsis of Bill

House Bill 54 would reduce New Mexico's highest personal income tax rates from their curent
maximum of 8.2 percent to the following percentage rates:

In tax year 2003: 7.2%;

In tax year 2004: 6.2%;

Intax year 2005: 5.2%; and

In tax year 2006 and after: 4.2%.
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Significant |ssues

TRD has provided the following rate table.

Current and Proposed Personal Income Tax Rates

Current Joint Single Separate Head of Household
Taxable Income Taxable Income Taxable Income Taxable Income
Rate (%) From to| From to| From to| From to
17 0 8,000 0 5,500 0 4,000 0 7,000
32 8,001 16,000 5,501 11,000 4,001 8,000 7,001 14,000
47 16,001 24,000 11,001 16,000 8,001 12,000 14,001 20,000
6 24,001 40,000 16,001 26,000 12,001 20,000 20,001 33,000
7.1 40,001 64,000 26,001 42,000 20,001 32,000 33,001 53,000
79 64,001 100,000 42,001 65,000 32,001 50,000 53,001 83,000
8.2 101,000 & above 65,001 & above 50,001 & above 83,001 & above
Proposed Joint Single Separate Head of Household
Tax Year 2003 Taxable Income Taxable Income Taxable Income Taxable Income
Rate (%) From to| From to| From to| From to
17 0 8,000 0 5,500 0 4,000 0 7,000
32 8,001 16,000 5,501 11,000 4,001 8,000 7,001 14,000
47 16,001 24,000 11,001 16,000 8,001 12,000 14,001 20,000
6 24,001 40,000 16,001 26,000 12,001 20,000 20,001 33,000
7.1 40,001 64,000 26,001 42,000 20,001 32,000 33,001 53,000
7.2 64,001 & above 42,001 & above 32,001 & above 53,001 & above
Proposed Joint Single Separate Head of Household
Tax Year 2004 Taxable Income Taxable Income Taxable Income Taxable Income
Rate (%) From to| From to| From to| From to
17 0 8,000 0 5,500 0 4,000 0 7,000
32 8,001 16,000 5,501 11,000 4,001 8,000 7,001 14,000
47 16,001 24,000 11,001 16,000 8,001 12,000 14,001 20,000
6 24,001 40,000 16,001 26,000 12,001 20,000 20,001 33,000
6.2 40,001 & above 26,001 & above 20,001 & above 33,001 & above
Proposed Joint Single Separate Head of Household
Tax Year 2005 Taxable Income Taxable Income Taxable Income Taxable Income
Rate (%) From to| From to| From to| From to
17 0 8,000 0 5,500 0 4,000 0 7,000
32 8,001 16,000 5,501 11,000 4,001 8,000 7,001 14,000
47 16,001 24,000 11,001 16,000 8,001 12,000 14,001 20,000
52 24,001 & above 16,001 & above 12,001 & above 20,001 & above
Proposed Joint Single Separate Head of Household
Tax Year 2006 Taxable Income Taxable Income Taxable Income Taxable Income
Rate (%) From to| From to| From to| From to
17 0 8,000 0 5,500 0 4,000 0 7,000
32 8,001 16,000 5,501 11,000 4,001 8,000 7,001 14,000
4.2 16,001 24,000 11,001 16,000 8,001 12,000 14,001 20,000
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TECHNICAL ISSUES

TRD notes a drafting error on page 2, line 23. The current language stipulates a rate of 7.9%, but
this is probably intended to be 7.2%. Estimates in this report were based on the 7.2 percent fig-
ure.

OTHER SUBSTANTIVE ISSUES

TRD has provided a table showing the amount of relief by income and filing status.

Table 2: Effects of Proposed Tax Reduction by Taxable Income and Filing Status

(Millions of Dallars)

Tax Year 2003 Tax Year 2004 Tax Year 2005 Tax Year 2006
Present| Pro- Present
Present | Proposed Present | Proposed Law [posed |De- Law Proposed
Law Law Li- |Decrease|Law Li- [Law Decrease|Liabil- [Law creasein|Liabil- |Law Decrease

Filing Status Liability |ability inTax [ability Liability |inTax [ty Liability [Tax ity Liability |inTax
Married Filing Join
Taxable Income ($)
Oto 8,000 2.0 20 21 2.1 2.2 22 2.3 2.3
8,001to 16,000 9.4 94 10.0 10.0 10.7 10.7 115 11.4 (0.1
16,001 t0 24,000 182 182 19.6 19.6 21.0| 208 (02)| 226 208 (1.8)
24,001 to 40,000 76.2 76.2 814 8lL.1 (0.9 86.9 80.2 (6.8) 929 74.4 (18.5)
40,001t0 64,000 1592 159.0 O 1693 1600| (93)] 179.7| 1502 | (295)| 191.2| 1340| (579
64,001 to 100,000 1659| 1612 (@7 1757| 1550 (206)| 185.7| 1416 | (442)| 196.7| 1237| (731)
100,001 and over 291.7| 2668 (24.9) 3064 2463| (601)| 3215| 2193 | (1022)| 337.8| 187.8| (150.0)

Totad 7225 6928 (29.7)] 7644| 6741| (90.3)| 807.8] 6249 | (1829)| 855.1| 554.3| (300.9)
Single
Taxable Income (%)
0to 5,500 5.6 5.6 59 5.9 6.3 6.3 6.7 6.7
5,500 t011,000 19.5 19.5 20.9 20.9 22.4 22.2 (0.2 242 24.2
11,000 to 16,000 27.9 27.9 29.8 29.8 318 29.7 (2.1) 341 341 0.002
16,000 to 26,000 57.1 57.1 60.8 580 (28| 647] 549 (98] 689| 529 (16.0)
26,000 t042,000 47.2 46.1 1.1 50.0 445  65] 529] 408 (21| s6.2| 415 (14.6)
42,000t0 65,000 27.2 25.6 (1.6) 287 241 (46| 302 217 @5| 319 220 (9.9
65,000 and over 48.2 435 (4.7) 50.5 398] @o7| 529] 3B2| (17 555| 355 (20.0)

Total 232.7 2253 (7.4) 246.8 223.1| (237)| 261.3| 2108 | (505)| 277.4| 216.8 (60.7)
Separate
Taxable Income ($)
0 to 4,000 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
4,000 to 8,000 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
8,000 to 12,000 0.2 0.2 0.3 0.2 0.3 0.3 0.3 0.3
12,000t0 20,000 1.0 10 11 11 11 11| (0.J) 12 1.0 02)
20,000t 32,000 18 18 19 18] (01| 20 17| (03] 21 15[ (06)
32,000t0 50,000 1.8 17 (0.2) 19 1.6 (0.2 2.0 15 (05) 2.1 1.3 (0.8)
50,000 and over 6.3 5.7 (0.6) 6.6 52| (14)| 69| 46| (23| 7.2 39 (33

Tota 11.2 105 (0.7) 118 101] @L7)| 124 92| 32| 131 81| (50
Head of Household
Taxable Income (%)
0 to 7,000 17 17 18 1.8 1.9 19 2.0 2.0
7,000 to 14,000 4.7 4.7 50 5.0 5.3 53 5.7 5.7
14,000 to 20,000 6.0 6.0 6.5 6.5 7.0 6.9 (0.2) 7.5 6.9 (0.6)
20,000 to 33,000 115 115 123 122 131 121| (0| 140 113 (27
33,0000 53,000 12.3 12.3 131 124 (0.7 139| 117| (22| 148 104 (43
53,000 to 83,000 7.2 70 0.2) 76 6.7] (09| 80 61| (19| 85 53| (32
83,00 and over 10.3 94 (0.9) 10.8 8.7 22| 114 77 37| 119 6.6 (54)

Totad 53.6 525 [€50) 57.0 532| (38)| 606] 5.7 (89)] 644 482 (16.2)

SS/njw
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